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INTERNATIONAL AND 
HUNGARIAN TENDENCIES 
IN RETAIL BANKING 
The study shows the main international tendencies in retail banking today. Together with the analysis 

of technological development and modern distribution channels, it deals with two new features: the role 
of small investors in the money market and the results achieved in west European bank quality management. 

After reviewing the state and perspectives of Hungarian retail banking, it finds the opportunities for 
the industry's further development positive. There is still a lot to be done, especially considering the need 
to catch up with the European Union: in order to meet the requirements of the personal customers at a high 
level, the new technological methods and modern banking techniques have to be adapted to Hungarian 
circumstances. 

Though retail banking came to the foreground of the Hungarian banking sector several years ago, 
only in the latest period has it become clear that it needs to be developed more vigorously than has 
been up to now. For Hungarian banks, the issue is that they have to invest heavily in this area for market 
and profitability reasons but this investment breaks even rather slowly. The development of retail bank-
ing is motivated by not only the demand and the opportunity for long term profit making but also by the 
limit set by shrinking corporate margins. This also directs banks towards retail banking. 

In the first part we give a description of the most recent international tendencies. Among others, we 
deal with the role of technology, competition, new non-bank players in retail markets, the transformation 
of the structure of distribution channels, as well as with the theory and practice of Western European 
bank quality insurance - in the light of accession to the EU. 

After that, considering the above, we attempt to review the situation of Hungarian retail banking, 
what kind of developments can be expected in the near future and what is to be done in order to 
improve the level of bank products and services. 

I. FEATURES OF THE ADVANCED RETAIL BANKING MARKETS, 
THE LATEST TRENDS 

1. New market players 
Most Western analysts agree that in the decade just started the market for bank services will change to 

an unbelievable extent. An important feature of this change is that the number of players competing for 
market dominance will decline. The new non-bank players enhance competition and further strengthen 
bank management's policy of reducing costs and increasing efficiency. The increased importance of e-
commerce transforms a considerable part of this branch of business into e-business. 
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It is to be noted that in an era of increasing competition, tendency for cost reduction and considerable 
technical transformation, the developed countries continue to be overbanked, although to different 
extents, and the number of branches is also too high. The dynamic banks try to win new, desirably 
profitable, markets. Today most commercial banks have retail branches or a subsidiary having such a 
profile, they especially deal with the management of long term personal investment products. 

Let us pick some characteristic examples from the new market players. AT&T, the US telecoms giant, 
is the largest issuer of credit cards in the world today. General Electric went from being a manufacturer 
of appliances to a global financial power. Virgin, the record company became a provider of pension and 
investment products. Carrefour, the French retailer - as well as its rivals (Safeway, Tesco, Marks&Spencer) 
- broke into the market of banking. Direct Line, the first company offering mass-market sales of insurance 
products via the telephone, became one of the leading providers of property and motor insurance 
within five years. 

Naturally, financial institutions have also tried to keep up with these processes and made attempts to 
anticipate the novel developments: one insurance company, for example, founded an Internet-based 
banking unit. 

It has also been proved that the new market players are able to "migrate" their brand names to the 
market of financial services. 

An expert named Virgin as the service provider most beneficial for customers. The company had 
learned to sell airplane tickets, apparel and beverages long before where the emphasis is on the customer 
and brand name. With the financial products becoming mass products, Virgin has been able to capitalize 
upon its advantages. 

The fundamental change of consumption customs has also added to the above processes. A western 
family with average income keeps in touch with a number of banks today as opposed to one, maximum 
three financial service providers some years ago. The purchase of securities has come to the foreground, 
today securities and stocks are available even for small investors. 

2. The technology factor - Internet-based services 
Internet as an instrument has quickly become a considerable player in the market for financial services. 

This, at the same time, requires heavy investment and some kind of transformation of financial processes. 
According to the analysis of Forrester Research, 10 % of American households keep connection with 

their banks via computers, and this number is expected to grow to 18 % in 2002. The first figure is 9 %in 
Western Europe today and is forecast to become 16 % by 2003. In the US, the use of the Internet is 
increasingly becoming an offensive strategy under the pressure of necessity, while Western European 
banks mostly employ it as a defensive strategy. 

Another survey that examined 836 websites of retail banks in Europe and 1676 of them in the US gave 
the following results. As opposed to the former statement, most European websites were medium level 
or more advanced electronic banks, while only 15 % of the banks surveyed reached this level in the US, 
thus according to the survey, Europe proved to be more advanced. 

It is difficult to compare the differences in Europe as in some countries regional financial institutions 
play the leading role, however they rarely play role in other countries. The largest number of web 
applications are unquestionably in Germany; and France and Spain have six times as many advanced e-
banks as the UK. 

Even in e-banking, the WAP system is a completely novel feature. It makes it possible to view text 
websites on the mobile phone, thus connection is established between the Internet and the mobile 
phone directly, without the use of computers. 

Now it is hard to predict what effect the Internet will have on the profitability of banks. The general 
opinion is that Internet reduces costs of operation, thus makes banks more profitable. However, evidence 
so far is in contradiction with this notion. After setting up the business, there are losses at first. Though 
transaction costs are really low, introducing the product and the brand name to the market goes together 
with considerable marketing expenditures. Costs of funds can at the same time be higher than at 
traditional banks as part of the customers can be lured with deposits paying higher interest. 



3. New system of distribution channels 
New distrubution channels offered by technology do no longer come u p for banks as making a 

decision on whether they use them at all or not but as a decision on that at which pace the introduction 
of the new channels should take place. Customers are increasingly sensitive to modern delivery methods. 
Financial institutions have u p to now been not much concerned about the profitability of delivery 
channels but today this also has come into the focus of their attention. 

One of the leading organizations of retail bankers, EFMA, together with Gemini Consulting prepared 
in the recent past a study involving 118 European banks and insurance companies on the development 
of multiple channel delivery systems and their application by financial institutions introduce and apply 
them. 

Still today, branches can be considered as the leading channel (92 % of banks apply them) but other 
channels are also coming to the foreground. The figure for the application of te lephone is 48 %, that for 
the Internet is 25% and the bank points, agents and brokers in malls are becoming more and more 
general. According to half of those questioned, electronic delivery channels will account for more than 
50% of total sales. 

It is interesting that the use of te lephone is less intensive in Italy, France and Central-Western Europe 
compared with Spain and the UK. In Italy, only 3 out of 10 banks operate te lephone systems, while in 
Spain this ratio is 7 out of 10. In France and Italy the percentage of banks using the Internet was only 10 
and 20 % respectively. In Germany and the Scandinavian countries, this ratio is 50%. 

According to the survey, foreign banks, retail networks, and service companies together will achieve 
10-20% share in the market of financial services in this decade and they will vigorously use non traditional 
channels. 

Financial institutions have completed their traditional channels with new ones to increase their 
capacity concerning the operations that were traditionally done in the branches. Such mechanic completion 
of traditional channels, however, has not proved to be sufficient. 

Today novel solutions are sought in connection with delivery channels. One general principle is to 
deal with delivery channels in an integrated way, that is we are talking about an integrated delivery 
system. One form of this is the so-called s imple integrated distribution system. In this, one channel is 
the main one, for example the branch, and further functions are oriented between the other channels 
according to cost/value ratios. For example, non-profitable customers will be asked to do all of their 
transactions via call center or they will have to pay for certain services at the branch. All of the profitable 
customers' connections with the bank will be via the Internet because the customer likes this instrument. 

The second form, the integrated portfolio of distribution channels consists of the portfolio of 
such channel-specific solutions that satisfy the differentiated demands of customers. For example, offer 
for young families, virtual banking in special branches for new generations or advisory "boutique" for 
wealthy customers. Usually, in this pattern every offer is transmitted through a different brand name, 
that is they are tied to a given channel or to more channels at the same time. 

90% of banks are expected to have integrated systems by 2005, and 60% of them are likely to introduce 
a simple integrated delivery system. 

A number of changes have to be carried out in the traditional branch network in order to utilize on 
the advantages of the new channels. The branches have to be specialized, their expertise base has to be 
renewed, the administrative tasks have to be removed from them, and certain, f rom the point of view of 
customer relationship management, mixed back offices have to be established, and the branches have to 
be reorganized. It should be noted that costs generally rise in spite of the introduction of new channels. 
The main reason for this is that the above changes, which were planned long ago have not been carried 
out, and especially the organization of branches varies from country to country. (Figure 1) 



Figure 1 
Transformation of branch network 

The ratio of universal branches that was 81 % a couple of years ago is expected to decrease to 60 % by 
2005 as the number of limited service branches, the ones operating in shopping centers, and the ones 
dealing with corporate customers and doing private banking will increase (Figure 2). 

The ratio of professional bankers in the staff can increase from 42% to 67%, while the number of 
tellers and other administrative staff is rapidly shrinking. 18% of the administrative staff is expected to be 
redirected to special units (service centers, mixed backoffices and especially administrative centers). 
The majority of banks asked during the survey mixed backoffice units will be in direct connection with 
the customer concerning processing and after sale activity. 
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Figure 2 
Changes in the proportions of the various types of branches 

Types of branches (from top to bottom in the column diagram) 

• Universal branch 
• Branch providing limited services 
• Branch operating in shopping centers 
• Branch providing corporate banking sevices 
• Branch providing private banking services 

The greatest problem is that the progress of the main driving force of cost reduction, branch-
reorganization is very slow. France and Italy are especially conservative in this respect. In these countries, 
only 6% and 3% of branches respectively were projected to be shut down by 2000, after 2000 a further, 
15% and 16% of branches will be shut respectively. 

This means that a number of Western European countries, that is banks, are facing the painful process 
of an impending drastic reduction of the number of branches. ^ 

The delivery channels are used to increase the satisfaction of customers they try to put the principle 
"anywhere and anytime" into practice. The profitable customers for the bank have to see the advantages 
of the multiple channel system, i.e. that with the help of several instruments they can reach the products, 
the consulting and the information at any time. This means that the financial institutions have to transform 
their "reactive", passive distribution systems into interactive ones. The interactive system puts totally the 
customer in focus, where, with the help of several channels, they can find offers, choose the most 
convenient channel for their shopping, can initiate any transaction, and acts interactively via the 
appropriate database. (Figure 3) For this, every point has to identify the customer the same way and the 
place of the customer has to be clear in the customer relationship. This is, however, not the typical case 
realized, firstly because of system integration problems. 



Figure 3 
The interactive distribution system 

Executing transactions 

The customer may 
initiate any transaction 
andean optimize the 
whole process 

Providing information 

The customer can gain 
information-with 
adequate databases-
in an interactive way 

DISTRIBUTION 

The customer 

• goes through the rich choice of offers 
• chooses the channel that best suits the given transaction 
• discusses a personally tailored service with the provider 

The service provider 

• develops customer relations via individual offers 

The financial institutions often view electronic channels as cost reducing strategy and not as the 
instrument of a strategy to increase customer value. According to banks, electronic channels have made 
more profit for the suppliers (for example higher profitability of products, more efficient marketing, 
etc.) than for the customers. 

Delivery channels have to be used efficiently to put main customer relationship strategies into effect: 
acquisition of customers, retaining customers, cross selling, increasing market share, cost reduction. 

Acquisition of customers \ 
Electronic channels play an important role in the acquisition of new customers. At the same time, 

many view these instruments as techniques to inform customers or to conclude banking transactions. 
Except for Scandinavia and the United Kingdom, only 35 % of banks view the Internet as a delivery 
channel. 

An outstanding positive example in this topic is that in Germany a special electronic bank was established 
to acquire customers and this brought in 25 thousand customers in 9 months. 

Retaining customers 
The strategy to retain customers is equivalent to the already mentioned "anywhere, anytime" principle. 

This requires the adequate handling of individual customer profitability, channel preferences and 
requirements. 

Cross selling/increasing market share 
Critical element of cross selling is knowing the customer's "profit making" potential. The importance 

of customer information is underlined by most banks, they find collecting data for marketing and risk 
management inevitable. It deserves attention that banks on average spend 49 % of their IT budget on the 
creation of database. 



Cost reduction 
The basic goal of financial institutions is to transfer non-profitable customers to electronic channels 

that bear lower transaction costs. (The literature has several data series of the average transaction cost of 
the individual distribution channels. Let us see one - to my view reliable - data series here on average 
costs, in USD: branch cash-desk 1.07, postal services 0.73, check 0.68, active telephone 0.35, ATM 0.27, 
pre-authorized transfer 0.14.) 

American banks use a multitude of ways of this transfer. As an instrument of cost policy, for example, 
they charge a fee for branch operations and provide free checking account if customers use ATM or the 
telephone. One bank drastically reduced the number of checking accounts, and at the same time introduced 
a new product to the customers with an appropriate pricing and service. The fees of non-profitable 
customers using branches are increased. 

In view of the above, 82 % of the banks asked are planning the total restructuring of their price 
policy, and 87 % of them are trying to introduce equivalent products depending on the distribution 
channels. 

The banks do not unambiguously suppor t electronic channels. They do not believe in them 
unconditionally because they undermine the requirement of secrecy, make personally tailored services 
and optimal consulting more difficult. 

It is a generally accepted view in Europe that the three determinants of success in selling financial 
services are making the right strategic decisions, the further education of employees so that they 
suit the new requirements and projecting the behaviour of customers. The basic precondition of 
the latter is the collection of data on the customers and putting them to efficient use. 

If the bank was able to determine which customers do not visit the branches, who of them make 
electronic transactions and who of them have adequate technical background, it could determine the 
realistic amount for an Internet/PC-based service. If the bank knew the profitability and price sensitivity 
of these customers, it could calculate the revenue of such kind of investment. 

As far as retaining customers is concerned, the financial institution has to know that from the point of 
view of profitability, which customer it wants to retain and it has to adjust its actions to this decision (for 
example the use of loyalty programs). To increase market share, the bank has to know to what extent 
their customers are interested in the various products and which features of products and services can 
entice them away from their rivals. 

4. Small investors in retail financial markets 
In the past years, securities trading has become characteristic of the retail market, especially in the 

US. A notable share of middle class buy stocks and shares in investment funds. More than half of households 
have investments worth more than USD 5,000. 

One of the main driving forces of small investors is saving for their retirement. The ratio of active 
earners to pensioners (also called dependency ratio) shows a decreasing tendency in the US, which puts 
enough pressure on the state managed pension systems that they contribute to the easing of such way 
increasing tension. The mentioned need also finds its way in Europe and increases securities trading. 

Personal investment is no longer the privilege of the rich but it can rather claim itself^a growing 
clientele who view these investment products as common commodities. What has been said here also 
points to the fact that the individual areas of retail banking are not hermetically closed from each other 
but are in continuous motion and transformation. 

Not so long ago, securities trading started to break into the area of private banking from the stock 
exchange and corporate sphere, later formed an important part of it, and today it has become an everyday 
part of mass retail banking. 

Experts also see great opportunities in the European security market. According to the well known 
Merrill Lynch brokerage firm as much as 3 5 million people have savings for investment purposes worth 
at least USD 100,000, and this demographic group grows by 6 % each year. These financial institutions 
naturally do their best to take this favorable opportunity to increase their profits. 

As it can be expected that in view of the above retail banks will receive increasingly less deposits, they 
have to start to introduce a wide scale of savings and deposit products. The mergers and strategic 
alliances with brokerages make it possible for the banks to learn the required knowledge. 

From the point of view of securities trading, the opportunities of personal investors are very favorable. 
At the same time, they have to be aware of the challenges facing them and work out a strategy that makes 
them possible to fully utilize on the coming opportunities. 
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5. Quality management in retail banking 
Quality management is not only a trendy topic but, through the control of quality, is an anchor of 

development and can be an important instrument of market consumer control. Even before the accession 
in the EU, Hungary has to learn the European methods concerning quality management and have to pay 
more attention to their introduction. 

Prod by general development and union requirements, quality management issues gain more and 
more attention. In connection with it, an indicator called European Consumer Satisfaction Index (ECSI) 
was introduced in the European Community. The use of this indicator is in introductory phase yet, it is 
now being tested in a wide range. 

It is to be noted, however, that quality management measures concerning European banks are restricted 
to a relatively small area. The next phase will include all quality management issues. 

The aim of the index mentioned above is to measure consumer satisfaction that strengthens the 
fidelity to the institution rendering service to them. It was initiated by the European Community as an 
integral part of its quality management policy with the final purpose to support the growth of productivity 
and economic development. This index is the compound of the similar individual national indexes. 
The calculation of the European national indexes is based on the methods applied in the cases of the 
indicators for the similar purpose in the US, some Asian and other American countries. This methodological 
harmonization makes comparison across companies, sectors and countries possible. The organizations 
responsible for the calculation of the indexes ensure the best quality, integrity and independence, and 
provide keys as well as that make the general acceptance of this index by the European organizations 
and companies possible. 

The index gives opportunity to the customers (and indirectly to the alliances that represent them) to 
form opinions on the products and services in the market. It provides a benchmarking system to the 
companies that makes it possible for them to compare their internal measures with the levels attained by 
their competitors. This also means a reference concerning their own quality measures. On industry 
level, this ensures the measurability of competitiveness. On national and European level, the index is an 
important macroeconomic indicator that can be compared with data on productivity or can serve as the 
basis for quality adjusted prices to improve data on inflation. 

Banks provide an especially good opportunity for the interpretation and comparison of the quality 
of services as seen by their customers in the individual European countries. The satisfaction index (CSI) 
applied by banks is the weighted average of figures concerning the general judgement, the valuation 
compared with their acceptance and a valuation compared with an ideal case. Weighting is done with a 
method that optimizes the effect on the fidelity to the bank, thus an index that serves the purpose is 
calculated. 

Experience concerning the similar Swedish and US indexes applied from 1989 and 1994 respectively 
support a positive correlation between the satisfaction index and profitability, as well as between 
the index and stock prices. Thus those Swedish companies whose satisfaction index has grown the 
most considerably (10% of them) have achieved three times higher growth rate as compared to the 
average (according to the data of the Stockholm Stock Exchange). There is also a strong correlation 
between the movement of the American satisfaction index and that of the Dow Jones in half a year. 

\ 
II. THE CURRENT STATE OF THE HUNGARIAN RETAIL BANKING SECTOR 
AND ITS PERSPECTIVES 
After looking at the newest international features of retail banking, we examine where the Hungarian 

banking sector stands in the light of the above, which are the main strategic directions of banks, what 
steps they have necessarily to take in the near future in this area. 

The basic issue is the new situation arising from the quantum leap of technology, especially the 
rapidly spreading use of the Internet in retail banking It is inevitable that the Hungarian banks should 
also follow the leading international methods but they have to apply these methods by all means taking 
into consideration the Hungarian situation. 

The leading Hungarian banks possess today telephone- and some kind of Internet-based services. 
The area of I-based services, that are now on different levels, increases all the time. 
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1. The main features of the current situation 
In contrast to the western situation outlined above, in Hungary the delivery channels do not 

operate as a system but virtually independently from each other. Banks rarely analyze what kind of 
transactions, how frequently have been concluded by their clients and whether an instrument can be 
replaced by another (yet the banks are satisfied with watching quantitative data and those on earnings). 
It would be important to find out who is the customer with the opportunity for more profit. In spite of 
the factors hindering the development of a service culture, it is an important question, which banks try 
to please their customers, and which of them pay attention only to collecting fees and increasing profit. 

In the international overview of delivery channels we have dealt with the price and other shifting 
methods with which western banks try to direct customers to the appropriate delivery channels. This is 
not the main issue yet in Hungary, on the other hand, even if we take into account the relative 
underdevelopment, we can assert that this process has hardly started. This leads us to the problem of 
customer segmentation. 

That definite views have not been formed concerning the issue of customer segmentation shows 
strongly how inchoate Hungarian retail banking strategies are. One bank thinks that a large part of the 
population with low income does not promise any profit for a long time, thus it rather strives to win the 
affluent layers of society. From this follows that the bank aims at the sale of only a few mass products and 
services in large quantities and it does not develop a wider palette of products. 

Another financial institution in Hungary is aimed at the middle class, now beginning to take shape, 
especially at the self-employed. The competitive situation, however, is judged by the same bank as it 
does not make it necessary today to lure customers from other banks for the customers of banks do not 
move easily anyway. According to its view - as several million people in Hungary do not have a bank 
account and buy bank products yet - retail banking has to lure them first of all. 

A third bank also aims rather at a segment than the whole of the retail market. It leans from active 
earners on those that have at least high school education and preferably above average revenue. 

A circumstance making the development of retail banking more difficult is that banks are still surrounded 
by a kind of mystery, their activities are not adequately known. The lack of trust also adds to this, which 
trust, to put it mildly, is not at all strengthened by the series of bank scandals, the several instances of 
abuse. A large number of personal investors use the interest rate level as the basis of their decisions 
when choosing a bank although they should also take into account its general situation and results. 

Through the course of their activity, banks should strengthen trust concerning its potential customers 
too, and this can be achieved by carrying out transactions that are advantageous also from the customers' 
point of view. 

The generally low level of incomes is a barrier to business concerning especially active transactions 
(consumer loans, home financing). For this reason, a considerable part of potential customers does not 
have the preconditions for creditworthiness and means a high risk even in the case of getting the loan. 

The new type of consumer financing is characterized by the closer connection of market players to 
retailers. 

Nowadays both consumer behavior and the view on taking out loans are changing in a positive way. 
Today it is judged less negatively if someone runs debt, people are less averse to loans than earlier. 

An important development of the recent past in the area of home financing is that on May 23, 2000 
the government made a decision on the extension of the eligibility for preferential home financing. As 
of July 1, 2000, every married couple or single parent - as opposed to the previous age limit of 35\years 
- can take out a loan of HUF 10 million, instead of the former HUF 8 million, at an 8 % interest rate. The 
eligibility for this preference covers not only the case of the first common home, but also the purchase 
of every new one. The purchase of new homes is even free of stamp duty (up to now the stamp duty was 
2 % up to HUF 4 million and 6 % above that amount). Conditions of home financing have considerably 
improved recently. 

Hopefully, the new measures change the banks' general attitude concerning this area too, their 
thinking in terms of short run and not considering the building of long term relations with their 
customers and the acquisition of new ones. 

2. Expected directions of the Hungarian retail banking market 
Several leading consultants have dealt with the issues concerning the future of the European market 

of banking, outlining the likely reactions of banks to the challenges. The studies draw interesting 
conclusions from the European and Central and Eastern European perspectives. 



According to the experts, in the banking markets of the region's countries, parallel with the 
survival of s o m e smaller institutions specialized at s o m e specific services, the weight of large 
banks will increase, and further mergers and acquisitions are expected. In connection with customer 
relations and the acquisition of customers, the establishment of long term relations and the development 
of electronic channels will be given priority. In the future the customer will be in the center instead of 
the products, not only as borrower or depositor but also as an all-round investor. 

In this region, still universal branches play the leading role, among the new technological facilities, 
the Internet is yet of minor importance, which can change revolutionary in the future. It is considered 
an interesting feature in Hungary, that individual banks invest heavily in the development of both the 
branch network and the electronic services. 

The fact that virtually the whole of the Hungarian banking system is privately owned will make its 
integration easier. Naturally, the f reedom of markets and the gradual introduction of the common 
currency will cause some temporary problems. In the retail business, the accession is not expected to 
bring about fundamental changes in Hungary, since the market is already overbanked, although further 
competition can modify the current picture to a great extent. 

According to the analysis of Nomura, the importance of branch network can decrease even in the 
middle run. The capacity of collecting deposits is increasingly insufficient for the maintenance of branches, 
thus only banks having a choice of up-to-date (corporate and retail) products will be able to finance a 
large network. 

Another consultant expects the most dynamic growth in wealth management and investment in 
Hungary. It also assumes that financial institutions will specialize in individual segments to greater 
extent, only a few of them can keep the role of a universal player. 

It can be expected both in the region and in Hungary that the cooperat ion between banks and 
insurance companies will become closer. Insurance companies will increasingly involve the branches of 
banks in the distribution of their products. According to a Hungarian expert, among the three players of 
the financial market, insurance companies are now more developed than banks but they are also in a 
better position than brokerages. 

Several banks can already show some results in the introduction of investment products for small 
investors. Investment in securities is expected to take the "shot in the locker" role of foreign currency 
savings in Hungary, too, which means purchasing shares of investment funds, life insurance and stocks. 

Let us have an overview of the latest deve lopments in banking technique. I-banking was first 
started in Hungary by Inter-Europa Bank in 1997. It was followed only in July 1999 by OTP (National 
Savings and Commercial Bank), then in October of the same year by Raiffeisen Bank. A basic issue 
connected to the Internet is the protection of secrecy, in which banks also try to apply up-to-date 
solutions. The number of services also increases and in some cases, the services already extend to more 
difficult transactions as well. 

As of May 2000, the customers of Inter-Europa Bank and Raiffeisen Bank can also initiate active stock 
exchange transactions on the Internet. 

I-banking is also hurdled by the delay in accepting a law that would make it official and would accept 
electronic signature as attestative also before a court. An otherwise comfortable transaction is hindered 
by the fact that even entering into an agreement containing the general terms is made difficult by the 
above ment ioned signature problem. Naturally, the issue of accession to the EU also arises here, it has to 
be harmonized with community norms as well. ^ 

The foreoging ahead of the Internet is helped by the government 's decision in the recent past to 
support the purchase of computers in accordance with its IT program. The preferential or free use of 
the internet would also show in the same direction. In the international overview the WAP system - the 
connection between mobile phones and the Internet - was also mentioned. Here it should be also 
taken into account, whether it is worth for banks to develop a WAP system. With a great number of 
customers - and adequate capital - this can be profitable but in the near future, smaller banks can render 
this service to their customers rather through a service provider specializing in WAP. 

It is memorable, that in banking transactions the so called check era was replaced by the credit card 
era. This made it possible that in certain countries and regimes, where the use of checks had not 
become widespread, to conclude the transfer of funds mostly by credit cards, practically skipping the 
use of checks. The case is a bit similar concerning WAP. There are views that some people will shift to 
the WAP system not from the use of the Internet through PC's, but they skip this phase. 

According to our judgement, the use of the individual systems, the individual "eras" will not be 
dearly separated from each other. As in Hungary even Internet connection is still in its infancy, it cannot 
be expected that it will be totally outplaced by the WAP system in a short time, rather, they will coexist 
for a relatively long time. 



As far as the homepages of banks are concerned, the services offered earlier on only a few websites 
have spread. More homepages of banks contain search function. 

Multilingual homepage is also very frequent. It is an interesting feature that more banks advertise 
jobs on the web. At the same time, an increasing number of financial institutions give information on 
their operational profits and show related press releases. 

On the whole, it can be asserted that there are few opportunities for the interactive actions of 
customers yet. 

A characteristic piece of news of the recent past is that two years after its start, foreign capital also 
appeared in the company (NET Media Ltd.) hosting Portfolio, an on-line economic newspaper. The 
German net.IPO AG gained a 35 % share in it by raising its capital. Net.IPO AG is the first and also biggest 
I-investment bank to be quoted on stock exchange. It has offices in Frankfurt, Paris, Milan and Rome. It 
has investments worth DEM 30 million in shares of Internet-based companies and on-line companies 
rendering financial services. 

CONCLUSIONS 
As far as retail banking is concerned, the saying that the business is facing revolutionary changes 

sounds well. However, this statement is certainly true in Hungary. 
The existing and potential customers of banks get to know the international level of financial services 

from the foreign banks settled here and through personal experience travelling in the more and more 
open world. Demands are also induced by technology, in the technology of banking, the introduction 
of new instruments and methods is especially fast. 

On the other hand, foreign banks operating in Hungary - a dominant part of the Hungarian banking 
sector - have, relying on their parents, adequate funding to carry out investments necessary for the 
development of retail banking operations. They will naturally always consider whether these investments 
will realistically break even or bring profits. This in turn depends on the political climate, on the 
development of the Hungarian economy, on the measures of economic policy, and last but not least on 
the global and structural development of personal incomes and savings. 

The expected accession to the EU already has its direct and indirect effects on the Hungarian banking 
sector involving retail banking. This effect is basically positive, as it gradually but necessarily establishes 
real competitive conditions and requirements also in this sector in Hungary. 

Political and macroeconomic prospects are favorable and they provide a good basis for the further 
development of the retail banking sector. Hungarian banks have also had some achievements in this 
area, at the same time, they have a number of important tasks to complete. A marked retail banking 
strategy has not been formed yet, as well as its realization applied to the special Hungarian conditions. 

In comparison with corporate financing, Hungarian banks do not have such retail banking expertise 
and experience that would guarantee the effective completion of a business policy developed according 
to the above. The foreign bankers working here - while they represent western level - have less knowledge 
of the local conditions. 

These are naturally maximalist requirements that cannot be met overnight. At the same^ifne, the 
privatization and results of the banking system, the Hungarian bankers ' high level of expertise, 
technological development that is strong here too, and the improvement of banking culture already 
manifesting itself can further a development, after which Hungarian retail banking sector can go ahead 
with joining the same sector in the EU. 

All that is not an end in itself: the aim of the process that does not end with the accession has to be 
that - besides making a fair profit - meeting the growing demand of the Hungarian private customers 
(including also foreigners living here and the visitors) on a high level. 
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Introduction 
The Budapest College of Management (Altalanos Vallalkozasi Foiskola) has recently signed a cooperation 

agreement with SIEMENS-DEMATIC AG (Produktions- und Logistiksysteme, Miinchen) to provide busi-
ness educational services and applied business research. This agreement will include a survey on how 
far Hungary, as a prospective member of the European Union and a cooperating trading partner, must 
differentiate itself from other emerging economies moving towards the EU. The authors' goal is to 
involve both students and faculty of the College in this project. The purpose of this paper (the first in a 
series) is to analyze the prerequisites of commodity flows; i.e. transport by rail and road. This paper will 
also consider the possibility of switching the transport of some commodities from road to rail. As a 
practical example we areusing the Munich-Vienna-Budapest route. The reason for the proposed switch 
is, among other things, the negative environmental impact of the growing number of trucks on Europe's 
highway system. 

The growing amount of goods transported by road carrier and the decreasing use of rail in the 
transportation market is a long-term trend. Increasing pollution caused by an ever-growing number of 
trucks has made international transportation organizations (UIC, IRU) consider developing more railroad 
infrastructure, as well as find ways to develop some type of cooperation between the rail and trucking 
sectors. In our project we summarize statistical information from different sources, analyze current 
trends and outline approaches for tackling particular problems. However, most sources contained little 
helpful information on these issues. Another difficulty encountered concerned transportation companys' 
reluctance to disclose information on their clients and goods transported. We contacted several 
transportation organizations in order to derive information1 from "primary sources" such as MAY, MKFE, 
Hungarocamion, and OBB. In organizations such as these, tracking the amount (quantity in tons) of the 
goods transported makes more economic sense than any classification of commodities. Because of this, 
it was quite difficult to obtain information from managers regarding the differentiation of goods their 
companies transported. 

* Dr. -Ing., Vice President, Siemens AG Production and Logistics Systems, Elektronics Assembly Systems, 
Miinchen. Member of The Advisory Board of Budapest College of Management 

** (Ph.D.) Professor of Management, Head of Department, Budapest College of Management 
1 Information was collected by A. Door, M. Neskoromniuk, J. Varga and A. Zlatin, 

MBA students of IMC Graduate School of Business 


